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BULLETIN  NO.  234] 


[AUGUST,  1915 


Ontario  Department  of  Agriculture 

CO-OPERATION  AND  MARKETS  BRANCH 


Organization  of  Co-Operative 
Marketing  Associations 


p.  C.  Hart,  B.S.A, 


INTRODUCTION, 

During  the  last  few  years  considerable  interest  has  been  aroused  in  the  subject 
of  Uo-operative  Marketing.  The  discusoioiis,  however,  have  centred  mainly  about 
the  benefits  of  co-operation.  J^ittls  has  been  said  of  the  equally  important  methods 
by  which  co-operation  is  to  be  carried  into  effect. 

So  far  in  Ontario  co-operation  has  not  made  as  rapid  progress  as  some  would 
desire.  The  failures  have  been  explained  by  one  cause  or  another,  the  most  fre- 
quent, perhaps  being  the  general  lack  of  knowledge  of  the  co-operative  idea,  some- 
times spoken  of  as  the  "disloyalty  of  the  members."  A  primary  cause  of  many 
failures,  and  one  which  is  not  fully  appreciated  when  co-operation  is  under  dis- 
cussion, is  the  lack  of  a  proper  basis  of  organization,  and  the  lack  of  proper 
business  safeguards  in  the  detail  methods  of  doing  business  and  of  accounting. 

This  bulletin  is  designed  to  fill  the  evident  need  of  such  detailed  information 
as  to  organization.  It  will  be  general  in  character,  and  will  be  followed  by  others 
dealing  with  organization  for  specific  purposes,  and  giving  details  of  business 
methods  and  accounting  for  these  special  organizations. 

•  To  many  already  engaged  in  successful  co-operative  enterprise  the  observa- 
tions and  directions  here  outlined  may  seem  elementary,  yex  it  is  d-.ired  to  make 
the  directions  simple  and  easily  understood,  so  that  commvnities  just  starting  a 
co-operative  association  may  have  a  clear  understanding  as  to  the  necessary  steps. 

An  Organization  for  Business. 

Co-operative  marketing  is  organized  sellii  in  place  of  individual  selling.  The 
members  are  left  free  to  specialize  in  produc  .jn,  their  natural  field  of  endeavor, 
and  unite  to  hire  proficient  ability  in  marketiig.  A  prime  necessity,  therefore,  is 
that  the  basis  of  organization  should  be  such  as  to  adequately  carry  on  the  work 
for  which  it  is  intended,  should  be  capable  of  allowing  natural  growth  of  the 
business,  and  for  this  purpose,  strict  attention  should  be  paid  to  modem  business 
principles  and  methods. 


Farmers'  Clubs  and  other  Educauunal  Organizations  have  attempted  co-opera- 
tive marketing.  While  the  amount  of  business  is  small  this  can  be  carried  on  with 
fair  success.  The  basis  of  organization  of  a  Farmers'  Club  is,  however,  usually 
such  that  growth  of  business  brings  numerous  difficulties,  and  a  time  arrives  when 
a  reorganization  is  essential.  The  difficulties  of  reorganizing  are  as  great  as,  or 
greater  than  the  original  organizing,  and  it  would  seem  preferable  to  start  on  a 
right  basis  rather  than  later  go  through  this  tearing  down  and  building  up  process. 

The  Club,  however,  is  a  valuable  organization  for  the  study  of  co-operation, 
perhaps  for  experimental  shipments  and  for  the  more  important  work  of  acquiring 
the  "  get  together  "  habit,  and  so  in  a  position  to  successfully  carry  on  co-operation ; 
but  for  actual  operations  a  separate  business  organization  should  be  constructed. 


.  I 


The  First  Step. 

While  it  is  necessary  to  start  with  the  prospects  of  having  at  least  enough 
business  to  carry  the  overhead  charges,  a  too  ambitious  beginuing  should  not  be 
attempted.  In  entering  the  new  field  there  will  be  much  to  learn,  unforeseen 
difficulties  will  arise,  and  mistakes,  as  in  any  business,  will  inevitably  occur.  It 
is  the  part  of  wisdom  to  overcome  these  difficulties  in  a  small  way  and  grow  with 
success. 

Start  with  the  marketing  of  one  commodity  or  one  class  of  commodities.  It 
is  difficult  to  find  a  manager  who  can  successfully  market  all  farm  produce,  though 
he  may  know  markets  and  marketing  conditions  for  a  few;  there  are  no  legal 
standards  or  grades  of  most  farm  produce,  and  the  Association  mrst  establish  its 
own  standards  and  make  the.se  known  on  the  market ;  a  basis  of  paying  members 
for  produce  on  tL;s  quality  basis  should  l)e  worked  out ;  these  and  many  other  con- 
siderations point  to  the  wisdom  of  a  modest  and  reasonable  start. 

A  discussion  of  the  proposed  undertaking  should  take  place  at  a  Club  meeting, 
or  a  special  meeting  called  for  the  purpose.  It  is  well  to  have  some  one  at  the 
meeting  who  is  familiar  with'  the  trade  in  the  article  to  be  marketed.  If  possible, 
also  a  representative  from  another  successful  marketing  association  should  be 
present.  Opportunity  should  be  given  for  free  discussion.  To  be  permanently  suc- 
cessful, a  co-operative  organization  must  be  more  efficient  than  the  present  method, 
consequently  there  should  he  practically  unanimity  of  opinion  that  such  an  organi- 
zation would  better  the  conditions  of  marketing  the  product  under  discussion. 

Before  the  meeting  closes,  a  small  committee  should  be  named  of  men  who 
have  the  confidence  of  their  neighbors  and  who  are  interested  in  the  product  to  be 
marketed.  This  committee  should  gather  all  available  information,  and  should 
draw  up  a  definite  set  of  by-laws,  rules  and  regulations,  all  of  which  should  be 
presented  at  a  later  meeting.  If,  at  this  second  meeting  it  is.  decided  to  organize 
on  practically  the  same  basis  as  submitted  by  the  committee  a  provisional  Board 
of  Directors  should  be  named  to  complete  the  organization. 

Write  to  the  Co-operation  and  Markets  Branch,  Department  of  Agriculture, 
Parliament  Buildings,  Toronto,  for  assistance  and  advice  in  organizing,  and  submit 
a  copy  of  the  by-laws  for  suggestions.  Get  in  personal  touch  with  your  District 
Representative  of  the  Department  of  Agriculture  and  discuss  the  situation  with 
him.  Obtain  from  the  Provincial  Secretary,  Parliament  Buildings,  Toronto,  a 
copy  of  The  Ontario  Companies  Act,  (fifty  cents). 


Incohpora 

The  Association  may  be  either  incorporated  or  uninrorporated.  An  unincor- 
porated organization  partakes  of  the  nature  of  a  partnership  ami  each  member  is 
personally  liable  for  the  actn  and  liabilities  of  the  a»MK-iation.  An  incorporated 
Asswiation  has  a  more  definite  le^al  standing,  with  the  resulting  advantages,  and 
each  member's  liability  is  limited  to  the  amount  due  <>i>  his  subscripticm  for  shares 
of  the  capital  stock,  or  to  the  amount  he  is  called  on  to  pay  according  to  th« 
by-law8. 

If  it  is  desired  to  be  incor|)oratfd,  write  to  the  Provincial  Secretary.  Parliament 
Buildings,  Toronto,  for  application  blanks  for  incorporation.  As  the  forms  varj*. 
state  whether  the  proposed  organization  is  for  a  share  compaii.v  or  a  non-share 
•orporation.  It  is  not  always  necessary,  but  it  is  sometimes  advisable  to  obtain 
legal  assistance  in  putting  through  an  ihcorjM»ration. 


Share  Company. 

A  share  company  raises  capital  by  selling  shares.  The  application  for  incor- 
poration must  be  signed  by  not  less  than  five  persons  of  the  age  of  twenty-one  years. 
The  application  must  be  accompanied  by  a  memorandum  of  agreement  and  stock 
book  (blanks  of  which  accompany  the  application  blanks)  signed  and  sealed  by  the 
applicants.  A  copy  of  the  proposed  by-laws  of  the  company  should  l)e  sent  to  the 
Provincial  Secretary  with  the  signed  application. 

Before  a  company  can  offer  shares  for  sale  to  the  pulilic,  a  prospectus  signed 
by  the  Directors  or  Provisional  Directors  must  be  filed  with  the  Provincial  Secretary. 
The  following  is  a  suggested  form  of  prospectus.  A  copy  of  the  prospectus  must 
be  delivered  to  each  subscriber  at  or  before  the  time  of  his  subscription: 


PROSPECTUS 


THE CO-OFERATIVe  ASSOCIATION,  LIMITED 


(neorporattd  lh« day  el .19 Undtr  Th«  Ontario  Cempantr*  Act 


AUTHORIZED  CAPITAL 


DiTidtd  into 


.  Shares  o( Dollar*  aach 


Proviaional  Diractors : 


Head  Office: 


Ontario. 


I'ROsiPKCTfB. 

(The  tint  paragraph  of  the  I'ruspotutt  vhouki  give  an  outline  of  the  object* 
of  the  bu8ineg>,  the  outlo<'k  for  isuccesa,  and  what  in  to  b(>  attempted  at  the  start. 
Any  information  of  a  general  character  as  related  to  the  trade  of  tiie  article  to 
be  marketed  as  it  affects  local  conditions  might  be  stated,  but  nothing  exaggerated 
or  any  iitateraent  that  cannot  be  sulMtantiated  should  be  inserted.  Statements  as 
to  the  subjects  mentioned  in  the  following  paragraphs  arc  necessary,  not  of  course 
as  they  are  written,  but  to  agree  with  the  by-laws.) 

The  original  incorp<^>r8tor8  are  (nanioH,  uccupatioii!*,  addresses),  each  of  whom 
has  subscribed  for  one  (  :  bv  the  case  may  be)  share. 

A  shareholder  holding  one  share  is  qualified  to  be  a  Director.  Director!  will 
receive  no  salary  as  such,  but  will  be  paid  Imna  fide  expenses  of  attending  Directors' 
meetings. 

The  proposed  Directors  are  (name.-*,  (Mcupati<>!i.«.  addresses). 

Xhe  minimum  subscription  on  which  the  Directors  may  proceed  to  allotment 
is  (  )  shares,  and  the  amount  payable  on  application  is  (         )  per  cent,  of 

the  subscription,  balance  payable  on  the  call  of  the  Directors,  but  no  call  is  to 
exceed  (  )  per  cent,  of  the  subscribed  stock,  and  there  must  be  an  interral  of 
at  least  (  )  days  between  calls.  No  shares,  debentures,  or  debenture  stock 
have  been  issued  or  agreed  to  be  issued  except  for  cash.  Nothing  has  been  paid 
and  nothing  is  payable  by  the  Company  as  commission  for  subscribing  or  agreeing 
to  subscribe  or  procuring  subscriptions  for  shares  of  *he  company  or  for  under- 
writing. 

(N'oTi .— Tliiu  is  an  iniportont  clause.  There  must  be  some  stated  number  of 
shares,  other  than  the  shares  subscribed  for  in  the  application  for  incorporation, 
sold  before  allotment.  If  this  amount  is  not  sold  in  ninety  days,  the  money  collected 
must  be  returned  to  the  subscribers;  thus,  the  subscribers  have  the  assurance  that 
ths  undertaking  will  not  proceed  unless  the  stated  number  of  shares  is  sold.  The 
money  collected  on  sale  of  shares  cannot  be  used  before  allotment,  but  must  be  placed 
in  trust  at  a  chartered  bank.  At  least  five  per  cent,  of  the  value  of  the  share  must 
l)e  paid  at  the  time  of  subscription,) 

From  th       weeds  of  the  stock  now  issued,  the  company  proposes  to  purchase 

and  proposes 
to  pay  $  in  cash  for  same. 

The  estimated  amount  of  preliminary  expenses  is  $  .  Nothing 

is  to  be  paid  to  any  promoter  outside  the  estimated  preliminary  expenses. 

The  Auditor  (if  any)  of  the  company  is  (name  and  address). 

None  of  the  Directors  has  any  interest  in  the  promotion  of  the  Company  not 
disclosed  in  this  prospectus,  nor  has  he  any  interest  in  any  property  to  be  acquired 
by  the  Company  d'    ctly  or  indirectly  as  a  partner  in  a  firm  or  otherwise. 

A  copy  of  this  Prospectus  has  been  filed  with  the  Provincial  Secretary. 

Dated  this  day  of  A.D.  19 


(NoTK. — The  date  of  the  prospectus  is  not  the  date  of  the  day  of  signing  it, 
but  the  date  of  its  issuance  to  the  public,  and  as  a  prospectus  should  not  be  issued 
until  after  the  copy  is  filed  in  the  office  of  the  Prcvincial  Secretary.  The  date  of 
the  prospectus  should  be  the  date  of  filing  or  some  subsequent  date.) 


Alu)tuent  or  Shakes. 

After  tin-  iiocesitary  numlwr  of  rixarvn  are  «ul>i«i'rilH'«l  for  ami  the  re<{iiir(><l 
annMint  of  lush  pnitl  thort'on,  the  directors  hImiII  mwt  and  allot  the  share*  to  tlie 
HulwcrilKT*.  aiirl  make  return  of  mu.Ii  ailotnient  to  the  Provincial  Seeretarv  within 
two  month*.  Wlii'M  Kiihiequent  nllotnM-ntx  are  inaile.  a  return  then>of  mint  al*o  l>e 
made  to  tin-  Proxjiuiul  Secretary  within  two  month.*. 

Form  of  Return  for  Allotment Limited. 

RETURN  or  ALLOTMENTS  OF  SHARES  PAYABLE  IN  CASH. 


No.  of 
Shares. 

Itomiual 

AkQount.           Nam«. 

1                     Amount  I         Date  of 
Addresit.         Description,  i    Pai«J.          Allotment. 

i                      i               1 

1 

1100 

6.  P.  Jones 

Port  Hope 

Farmer 

16  00 

Jannarr  9,  1015 

The  atwve  Company  hereby  certifies  that  the  above  return  is  a  correct  sUte 
ment  of  the  facts  purported  to  be  stated  therein. 

WITNESS  the  Seal  of  the  said  Company  by  the  hand  of  its  Secretary  this 
day  of  19      .  '     * 


(Seal) 


.  r 


Secretary. 

Certificate  to  Commexce  BfsixE.ss. 

If  incorporated  with  share  capital  and  issuing  and  selling  shares  to  the  public, 
the  company  must  obtain  a  certificate  ertitling  it  to  commence  liusiness.  This  cer- 
tificate is  applied  for  to  the  Provi-.c-  •  "Secretary  when  the  minimum  upon  which 
the  directors  may  proceed  to  al'  .tmei..  nas  lieen  subscribed  and  allotted.  Evidence 
of  this  sul)S(ription  and  allotment  is  given  to  the  Provincial  .Secretary  Ijy  filing  a 
statutory  declaration  on  the  prescril)ed  form,  obtained  from  the  Provincial  Secretary. 

Statutory  Meetixo. 

Of  a  share  company.  Ev( -y  company  issuing  or  selling  shares  to  the  public 
shall  within  a  period  of  not  less  than  one  month  nor  more  than  three  months  from 
the  date  at  which  the  company  is  entitled  to  commence  business,  hold  a  general 
meeting  of  its  shareholders.    At  this  meeting  the  directors  shall  report  as  to : — 


(a)  the  total  iiiuiiImt  of  ^liun  <  nllotU'iI,  (liiitiiiKui^iiiiK  <liar)->  .illi>tt>-il  at  fully 
paid  or  partly  paid  up  utherwinf  tiuiii  iii  lash,  and  Mtatiiij;  in  ca«o  of  .tliiin-  ;mrtly 
paid  up  thy  exti-nt  to  which  they  are  so  paid  up,  and  in  oitliiT  ta*i>  thf  lonsiikratiou 
for  wlui'li  they  have  Imh-m  allotted : 

(h)  the  total  amount  of  ca^h  rweived  liy  the  I'oinpuuy  in  re^imi  of  *'i(h 
share*  «o  dixtinguii^hed ; 

('•)  An  alwtraet  of  the  receipt.*  and  payments  of  the  Company  on  rapital  ac- 
count to  the  date  oi"  the  re]>ort.  and  an  aoco'int  or  o<timati'  at  the  preliminary 
expenses  of  the  Conii)any ; 

(rf)  The  names,  addresses,  and  de^i  ription*  of  the  directors,  auditors,  if  any, 
n'aiiojfer,  if  any.  and  »e«retary  of  the  Conii    ny;  '"'^ 

(f )  The  particulars  of  any  contract,  the  i.iodiflcation  of  which  is  to  U'  sulimitted 
to  the  meeting  for  its  approval.  to>rether  with  particulars  of  the  motlification  or 
proposeil  modification. 

The  directors  shall  cans*-  a  copy  of  the  report,  certified  as  correct  b*'       » 
auditors,  if  any,  to  be  filed  with  the  Provincial  Secretary.     A  copy  of  the     •  •"  . 
iigned  by  at  least  two  Directors,  must  be  sent  to  each  shareholder  at  lea<t  te.    '  ,i 
before  the  meeting. 

Non-Shark  Corporatioxs. 

Xci-share  corporations  or  associations  are  those  without  capital  or  have  ac- 
quired capital  by  means  other  than  selling  rl-ares.  Associations  working  under  the 
promissory  note  basis  come  under  this  head.  A  non-share  corporation  does  not  have 
to  issue  a  prospectus. 

The  signed  application  blank  for  incorporation  must  l)e  accompanied  by  a 
Memorandum  of  Agreement,  in  triplicate,  of  which  the  following  is  a  sample: 


MEMORANDUM  OP  AGREEMENT  of  tlje 
made  and  entered  Intr  this 
1» 


ds"  of 


(1)  We,  tlie  undersigned,  do  hereby  several!)  covenai  .  «nd  agree  eacli  with  the 
other  to  become  Incorporated  under  the  provl  Ions  of  "he  Ontario  Companies  Act  aa  a 
corporation  without  share  capital  for  the  purpoee.'    n<l  objecu  following: 

(2)  The  subscrtlKrs  to  the  memo  anuum  of  agr.  .iinent  of  the  corporation  shall  be  the 
first  members  and  the  corporation  f  -1  consist  of  the  subscribers  and  of  those  who 
shall,  hereafter,  l>e  duly  elected  as  members  of  the  corporation  in  accordance  with  th« 
by-laws  and  regulations  from  time  to  time  In  force. 

(3)  The  interest  of  a  member  in  the  corporation  shall  not  be  transferable,  and 
■hall  lapse  and  cease  to  exist  when  such  member  shall  cease  to  be  a  member  of  the 
corporation,  by  death,  by  resignation,  or  otherwise,  in  accordance  with  the  by-laws  and 
regulations  from  time  to  time  in  force. 

(4)  The  first  directors  of  the  corporation  shall  be  as  set  out  in  the  Petition  herein 
and  shall  constitute  the  Committee  of  Management  of  the  Corporation. 

(5)  By-laws  and  regulations  lor  the  management  and  control  of  the  corporation 
and  governing  the  election  of  the  Committee  of  Management  from  time  to  time  and 
the  conditions  of  membership  of  the  Corporation  shall  be  established,  subject  to  amend- 
ment as  therein  provided,  at  a  general  meeting  o  be  held  not  more  than  six  months 
after  Incorporation  at  such  time  and  place  as  ihe  directors  may  determine,  and  such 
by-laws,  regulations  and  amendments  shall  replace  those  set  out  In  Form  4  in  the 
schedule  to  The  Ontario  Companies  Act,  save  that  in  any  matters  covered  by  such 
Form  4  and  not  provided  for  In  the  Corporation's  by-laws,  regulations  or  amendments. 


the  provisions  ol  said  Form  4  shall  apply  and  be  in  force,  but  all  such  matters,  which 
after  the  passing  of  the  Corporation's  first  by-laws  and  regulations  may  be  left  to  be 
governed  by  such  Form  4,  may  be  varied  and  amended  by  any  by-laws,  constitution  or 
regulationR. 

IN  TESTIMONY  WKBHIEOP  we  have  hereunto  set  our  hands  and  affixed  our  seals. 
Witness: 

(Signed  and  Sealed.) 

(Form  4  of  The  Companies  Act  covers  the  provisions  usually  contained  in  the 
by-laws,  explained  later  in  this  bulletin.) 


•First  Gexkrai.  Mkktikg. 

0/  a  Non-share  Corporation.  Every  such  corporation  shall,  within  a  period 
of  time  mentioned  in  the  Memorandum  of  Agreement  from  the  date  of  incorpora- 
tion, hold  a  meeting  of  the  members,  at  which  the  provisional  directors  shall 
report : 

(a)  The  names  and  addresses  of  the  members ; 

(b)  The  amount  of  capital  subscribed  and  amount  paid  thereon; 

(c)  All  contracts  ent'  red  into  by  or  on  behalf  of  the  company; 

(d)  The  amount  of  preliminary  expenses:  and 

(e)  A  financial  statement  of  the  affairs  of  the  company  signed  by  the  auditors, 
if  any. 

At  this  meeting,  or  at  a  previous  meeting,  permanent  Directors,  Officers,  etc., 
should  be  ap  lointed,  and  the  by-laws  approved. 


1.  Fees  must  accompany  all  applications  and  all  documents  to  be  filed  with  the 
Provincial  Secretary.  Where  the  fee  does  not  accompany  a  document  to  be  filed, 
such  document  will  be  returned  to  the  sender  forthwith. 

2.  No  cheque  will  be  accepted  unless  it  is  marked. 

3.  Cash  not  registered  is  at  the  risk  of  the  sender. 

4.  Post  Office  Orders,  postal  notes,  cheques,  and  drafts  should  be  payable  to  the 
order  of  the  Provincial  Treasurer. 

The  following  schedule  of  fees,  as  amended  by  an  Order-in-Council  dated  n.>- 
cember  2nd,  1009,  shall  be  payable  for  the  various  services  rondored  by  tiie  De- 
partment under  the  provisions  of  The  Ontario  Companies  Act. 

Incorporation  With  Share  Capital. 


When  the  proposed  capital  of  an  applicant  companv  is  $40,000  or  less,  the  fee 
shall  be  $100. 

When  the  proposed  capital  is  more  than  $40,000,  but  does  not  exceed  $100,000 
the  fee  shall  be  $100  and  $1.00  for  every  $1,000  or  fractional  part  thereof  in  excess 
of  $40,000. 

When  the  proposed  capital  is  more  than  $100,000,  but  does  not  exceed 
$1,000,000,  the  fee  shall  be  $160  and  $2.50  for  every  $10,000  or  fractional  part 
thereof  in  excess  of  $100,000. 


il0m 


When  the  proposed  capital  is  more  than  $1,000,000,  the  fee  shall  bo  $386  for 
the  first  $1,000,000  and  $-2.50  for  every  $10,000,  or  fractional  part  thereof  in  excess 

of  $1,000,000.  .  .  •    ,. 

Rural  teleijhone  companies,  and  other  rural  companies  coming  mthtn  the  pro- 
visions of  Part  XII  of  The  Ontario  Companies  Act,  where  the  proposed  capital  does 
not  exceed  $25,000,  $25.00.  ,       ,    „  . 

Where  the  proposed  capital  is  more  than  $-25,000  the  fee  shall  be  on  the  same 
scale  as  that  applying  to  ordinary  share  capital  companies. 

Rural  cemetery  companies,  rural  cheese  and  butter  companies,  and  other  rural 
companies  of  a  similar  nature,  where  the  proposed  capital  does  not  exceed  $10,000, 
$10.00. 

Where  the  capital  of  a  company  of  the  classes  in  the  two  next  precedmg  para- 
graphs referred  to  exceeds  $10,000,  the  fee  to  be  levied  on  the  excess  shall  be  at  the 
rate  of  $1.00  per  thousand,  but  in  no  case  shall  such  fee  exceed  the  sum  of  $25.00. 
To  take  advantage  of  this  special  tariff  it  must  be  demonstrated  to  the  satisfaction  of 
the  Department  that  the  purposes  for  which  the  company  is  being  incorporated  brmg 
it  within  the  classes  referred  to. 


SfPPLKMENTARY    LETTERS    PATENT. 

Where  the  capital  of  a  company  is  increased,  the  fee  shall  be  according  to  the 
foregoing  list,  but  on  the  increase  only.     No  fee  previously  paid  is  taken  into 

account. 

Where  the  capital  is  not  increased  the  fee  shall  be  $100.00. 

Where  the  fee  paid  for  incorporation  is  $25.00,  or  less,  the  fee  for  Supplementary 
Letters  Patent  shall  be  $5.00. 

IXCORPORATIOX  WITHOUT  SHAHE  CAPITAL. 

Charitable   Corporations    ^5  00 

Corporations  without  Share  Capital   m\ 

Supplementary  Letters  Patent  5  00 

Yihisa. 

Filing  the  annual  statement  of  a  share  company  having  capital  under  $60,000, 

Filing  the  annual  statement  of  a  share  company  having  a  capital  of  $50,000 
and  less  than  $100,000,  $3.00.  ■.  ,  «,no 

Filing  the  annual  statement  of  a  company  without  share  capital,  ipi.ou. 
Filing  prospectus,  $2.00. 
Filing  report  for  statutory  meeting.  $2.00. 


Oertificatb. 


Where  fee  for  incorporation  is  over  $10.00,  $26.00. 
Where  fee  for  incorporation  is  $10.00  or  lees,  $5.00. 
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Books,  Etc, 

Every  €onipauy  or  Associatiou  must  keep: 

(o)  A  copy  of  the  Letters  Patent  or  any  Supplementary  Letters  Patent  and 
of  the  by-laws  duly  authenticated. 

(6)  A  Stock  Book,  with  the  names  alphabetically  arranged  and  addresses  and 
callings  of  all  persons  who  are  or  have  been  shareholders  or  members  and  (in  the 
case  of  share  companies)  the  number  of  shares  held  by  each  shareholder,  the  amounts 
paid  and  remaining  unpaid  on  such  shares,  and  the  date  and  other  particulars  of 
all  transfers  of  shares  in  their  order. 

(c)  A  Minute  Book,  containing  minutes  of  all  proceedings  and  votes  of  the 
company  and  of  the  Board  of  Directors,  verified  by  the  signature  of  the  President 
or  other  presiding  officer. 

(d)  A  proper  set  of  books  of  account. 

Anncal  Retcrx. 

An  annual  return  must  be  sent  to  the  Provincial  Secretary  on  blanks  supplied 
by  that  Department.  Xotice  of  any  change  of  Directors  (in  a  share  company)  must 
also  be  filed  with  the  Provincial  Secretary. 

By-Laws. 

The  following  set  of  by-laws  is  given  as  suggestive.  Changes  may  with  ad- 
vantage be  made  to  suit  local  conditions,  but  such  changes  should  not  be  such  as  to 
aflfect  the  co-operative  nature  of  the  undertaking.  Only  the  necessary  articles  for 
determining  the  general  organization  should  be  incorporated  in  the  by-laws.  The 
details  of  management,  etc.,  should  be  placed  in  the  rules  and  regulations.  No 
rules  and  regulations  are  suggested  here,  as  they  will  naturally  vary  with  the  articles 
marketed. 

If  the  organization  is  incorporated,  it  is  unnecessary  to  insert  by-laws  regarding' 
the  "Xame"  and  "Objects,"  as  they  arc  embodied  in  the  Letters  Patent;  they  are 
inserted  here  for  the  use  of  unincorporated  Associations. 

Explanatory  notes  accompany  the  By-laws. 


BY-L.4WS  OF  THE 


Co-oPEnATivE  Association,  Limited. 


Whereas  the  Association,  Limited,  deem  it  expedient 

that  certain  by-laws  for  regulating  the  affairs  of  the  company  should  be  made. 
Therefore,  be  it  enacted  and  it  is  hereby  enacted. 


Name. 

(1)  This  .\sso('iation  shall  be  known  as  the 
Association.  Limited. 


Co-operative 


Note. — The  name  should  be  as  simple  as  possible  and  not  too  closely  resembling- 
that  of  any  known  business  being  carried  on.    If  the  name  of  any  business  either 


iiiiiitiiaBiia^ 
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incorporated  or  unincorporated  is  used,  consent  to  use  such  name,  properly  signed, 
must  be  sent  to  the  Provincial  Secretary  with  application  for  incorporation. 

The  word  "Company"  means  a  company  having  capital  divided  into  shares.  A 
••Corporation"  includes  a  company  whether  with  or  without  share  capital.  The 
word  "Co-operative"  should  be  used  only  if  the  following  provisions  are  contained 
in  the  by-laws. 

Ist.  One  man,  one  vote. 

2nd.  No  \oting  by  proxy. 

•iid.  Payment  of  dividend  on  capital  not  exceeding  the  usual  rate  of  interest. 

4tli.  Profits  divided  amony  menilwrs  upon  the  basis  of  business  done  by  the 
member  through  the  Association.     (See  note,  By-law  15.) 


Objects. 

(2)  The  objects  of  the  Association  are  to  produce,  grade,  buy,  and  sell  the 

(milk,  live  stock,  fruit,  etf.),  and   (fruit,  etc.), 
products  of  the  members,  and  to  buy,  sell  and  deal  in  other  and 

products,  and  to  buy,  sell  and  deal  in  supplies,  feeds,  packages, 
machinery,  and  to  erect,  buy,  sell,  own  and  control  buildings  and  other  materials 
as  needed  in  the  business,  and  to  do  all  things  incidental  or  conducive  to  the  attain- 
ment of  the  aforesaid  objects  or  any  of  them. 

Note. — The  objects  should  be  stated  in  aS  few  words  as  possible,  but  should 
adequately  cover  the  business  to  be  attempted.  Sometimes  these  objects  and  powers 
are  very  wide  and  designed  to  allow  the  organization  to  carry  on  many  kinds  of 
farmers'  business,  though  but  a  small  portion  may  be  attempted  at  first.  Usually, 
however,  it  is  better  policy  to  build  an  organization  to  market  but  one  class  of  farm 
produce,  such  as  live  stock,  vegetables  or  fruit.  In  this  way  the  members  of  the 
community  interested  in  the  different  products  are  grouped.  It  is  desirable  that 
an  Association  master  the  details  of  marketing  one  commodity  rather  than  a 
multiplicity  of  products,  especially  while  the  Association  is  young. 


Members. 


(3)  Any  (fruit  grower)  or  (poultry  keeper)  or  (honey  producer)  or  (dairy- 
man), etc.,  in  District  shall  be  eligible  ^  membership  in 
the  Association. 

Application  for  membership  must  be  made  to  the  Secretary  of  the  Association 
in  writing.  The  Board  of  Directors  shall  have  the  right  to  refuse  any  such  appli- 
cation by  a  majority  vote  for  any  reason  which  to  them  shall  seem  sufficient 

The  signing  of  an  application  for  membership,  unless  the  application  be 
refused,  shall  be  construed  to  be  an  agreement  to  conform  to  all  the  by-laws, 
rules,  regulations  and  requirements  of  the  Association  which  may  from  time  to 
time  be  adppted  by  the  Association. 

The  annual  membership  fee  shall  be 

Members  may  withdraw  from  the  Association  only  during  the  month  (or 
months)  of  in  any  year  by  giving  notice  in  writing  to  the  Secre- 

tary and  by  the  paj'ment  of  all  moneys  due  to  the  Association  at  date  of  resignation. 


Oh 

^oy      ,  producer  iu  District  shall  be  eligiblo 

to  become  a  member  by  a  two-thirds  vote  iu  the  affirmative  of  the  members  present 
at  a  meeting  at  which  application  is  considered. 

Any  member  may  withdraw  from  the  Association  during  the  month  (or 
months)  of  in  any  year  by  giving  notice  in  writing  to  the 

Secretary,  and  by  the  payment  of  all  moneys  due  the  Association  at  date  of 
resignation. 

Ok 

Any  person  in  a  Co-operative  Association  or  Co-operative  Company  engaged 
in  business  in  the  Province  of  Ontario  or  any  Association  of  sreh 

individuals  in  good  standing  shall  be  eligible  to  membership  in  the  Association. 

Application  must  be  made  to  the  Secretary  in  writing  on  the  prescribed  form. 
The  Board  of  Directors  shall  have  the  right  to  refuse  any  such  application  by  a 
majority  vote  for  any  reason  which  to  them  shall  seem  sufficient. 

The  signing  of  an  application  for  membership,  unless  the  application  be 
refosed,  shall  be  an  agreement  on  the  part  of  the  said  person,  Association,  or 
Company,  to  conform  to  all  the  by-laws,  rules,  regulations,  etc.,  of  the  Association 
which  may  from  time  to  time  be  adopted  by  the  Association. 

The  annual  membership  fee  shall  be 

XoTE. — ^The  choice  of  members  is  important.  Too  many  Associations  formed 
at  a  public  meeting  contain  undesirable  members  who  are  a  detriment  rather  than 
»  help.  It  is  often  better  to  organize  at  a  small  meeting  of  invited  persons.  Some 
Adeociations  have  the  application  for  membership  come  before  a  general  meeting. 
This  is  feasible  where  the  membership  Ls  small,  otherwise  the  Board  of  Directors 
should  decide. 

Members  should  be  allowed  to  withdraw  only  during  the  non-shipping  season. 
The  main  consideration  in  this  connection  is  that  the  Association  should  know 
approximately  the  amount  of  produce  upon  which  it  can  depend. 

An  annual  membership  fee  is  desinable,  though  not  always  practised  where 
capital  is  available.    Where  collected  it  might  be  placed  in  the  reserve  fund. 


loBU  OF  Application  for  Mehbebship. 

Place  Date 

I,  the  undersigned,  hereby  apply  for  membership  in  the 
Co-operative  Association,  Limited,  and  agree,  if  accepted,  to  abide  by  all  the 
by-laws,  rules,  and  regulations  of  the  said  .Association  which  may  from  time 
to  time  be  in  force. 

This  application  shall  be  null  and  void  unless  within  months 

from  date  (number)  accepted  application?  are  received  bv  the  Association 


Witness. 


Signed. 
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MEMBERSHIP  CERTIFICATE 

No Date 

The Co-operative  Association,  Ltd. 

Ontario. 

Expires 19  Not  Transferable. 

Mr 


Treaaurtr. 


President. 


Expulsion  of  Mkmbeks. 

(4}  Any  member  may  be  expelled  if  found  guilty  of  conduct  detrimental  to 
the  Association,  provided  that  he  shall  have  received  in  writing  one  month  pre- 
viously the  particulars  of  the  charge  against  him  and  that  two-thirds  of  the 
members  present  at  a  special  or  general  meeting  vote  for  his  expulsion. 

DiBECTOBS. 

(5)  At  the  annual  meeting  of  the  Association  a  Board  of  Directors  shall  be 
elected  of  whoui  shall  form  a  quorum  at  any  Board  meeting.    Any 

member  in  good  standing  shall  be  eligible  to  be  elected  a  Director. 

If  from  any  cause  a  vacancy  occurs  in  any  oflSce  of  the  Association  it  shall 
be  filled  for  the  unexpired  term  by  the  Board  of  Directors.  Directors'  shall  be 
elected  for  a  term  of  one  year  but  are  eligible  to  be  re-elected  to  office. 

Questions  arising  at  any  meeting  of  Directors  shall  be  decided  by  a  majority 
of  votes.  In  case  of  an  equality  of  votes,  in  addition  to  his  original  vote,  the 
Chairman  shall  have  a  casting  vote. 

Directors,  as  such,  shall  not  receive  any  stated  salary  for  their  services,  but 
shall  be  paid  bona  fide  expenses  for  attending  Directors'  meetings. 

Note. — No  matter  how  small  the  organization  the  electicn  of  Directors  should 
be  by  ballot.  Open  voting  when  once  established  is  sometimes  a  difficuH  habit 
to    break   and   should  never   be   countenanced    under   any   circumstances  is 

essential  to  have  the  best  men  available  and  open  voting  at  times  is  influf,,         by 
other  considerations. 

Duties  of  Dihkctors. 
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(6)  The  President  and  Vice-President  shall  be  cho-sen  hy  the  Directors  from 
among  themselves  at  the  first  Board  meeting  after  the  annual  meeting.  The 
Directors  shall  have  general  charge  of  the  affairs  of  the  Association  and  shall 
meet  at  the  call  of  the  President  (at  least  twelve  times  during  the  year)  or  (onco 
in  everv  month)  or  (as  the  business  of  the  Association  shall  require). 
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The  Board  of  Directors  (may  or  shall)  appoint  a  committee  from  among 
themselves  called  the  Kxetutive  Committee,  consisting  of  President,  Vice-Presi- 
dent and  Directors.  The  Board  of  Directors  may  delegate  any  of 
their  powers  to  the  Executive  Committee. 

The  Board  of  Directors  shall  tix  the  salaries  or  wages  to  be  paid  the  manager 
and  -employees  of  the  Association ;  also  the  Board  of  Directors  shall  appoint  and 
arrange  the  duties  of  and  may  remove  all  employees  of  the  Association. 

Note. — In  some  Associations  the  officers  are  elected  at  the  annual  meeting.  T  > 
other  cases  the  Directors  only  are  elected  and  they  choose  the  officers  from  among 
themselves.  The  Secretary  may  or  may  not  be  a  member  of  the  Board  of  Direct  jrs. 
The  Board  of  Directors  should  actually  direct,  that  is,  they  should  hold  meetings 
and  examine  the  work  of  the  manager  frequently  enough  to  be  acquainted  with 
the  busii-ess  at  all  times.  If  too  much  is  left  to  the  manager  che  Association 
finally  becomes  a  one-man  concern.  The  Board  of  Directors  should  be  large  enough 
to  adequately  cover  the  District,  but  the  smaller  the  number  the  better.  Five, 
seven  or  nine  Directors  are  usually  enough  to  carry  on  the  work.  In  some  case* 
Directors  are  given  the  power  to  appoint  not  only  an  Executive  Committee  but 
other  Committees  for  directing  special  departments. 

Manager. 

(7)  The  Board  of  Directors  may  (shall)  employ  a  business  manager  who 
shall  not  be  a  member  of  the  Board  of  Directors.  The  manager,  subject  to  the 
control  of  the  Directors,  shall  have  charge  of  the  business  of  the  Association  in 
detail.  He  shall  have  the  custody  of  all  the  plant,  goods,  wares,  merchandise  and 
buildings  of  the  Association  and  be  responsible  therefor.  He  shall  keep  a  full  set 
of  commercial  books  which  shall  be  open  to  inspection  at  all  times  to  Directors 
or  .ny  officers  of  the  Association.  He  shall  take  stock  of  all  assets  of  the  Associa- 
tion in  conjunction  with  the  Secretary  and  shall  exhibit  a  complete  inventory  to 
the  Directors  at  least  once  every  year  and  oftener  if  required  by  the  Directors  to 
do  80.  He  shall  hand  over  to  the  Treasurer  of  the  Association  all  moneys  re- 
ceived by  him  on  behalf  of  the  Association.  He  shall  permit  free  access  to  all  books, 
stock,  stocksheets,  and  all  the  assets  of  the  Association  to  any  Auditor  appointed  by 
the  members  or  by  the  Board  of  Directors. 

Note.— In  all  cases  the  manager  should  not  be  a  member  of  the  Board  of 
Directors  for  the  reason  that  he  should  not  have  a  vote  on  his  own  actions.  .\s  a 
matter  of  fact  his  office  is  designed  to  take  the  place  of  one  or  more  middlemen, 
and  he  should  be  but  an  agent  of  the  farmers'  organization  und  under  its  control. 
It  is  more  important  that  the  manager  have  business  capacity  rather  than  a  knowl- 
edge of  production.  He  should  know  something  of  the  markets  and  marketing 
conditions  of  the  commodity  he  is  selling.  It  is  equally  important  that  the  manager 
should  know  how  to  keep  proper  accounts,  and  exceptional  care  should  be  taken  to 
see  that  his  books  are  in  proper  shape  at  all  times.  In  some  cases  the  offices  r.f 
Secretary  and  Treasurer  may  be  filled  by  the  one  person.  The  Manager  or  Secre- 
tary from  the  start  should  be  compensated  for  the  time  he  puts  on  the  work. 
This  is  best  accomplished  by  paying  him  on  a  commission  basis.  T^ater  on  when 
all  hi-  time  is  engaged  bv  the  Association  he  can  be  paid  part  salary  and  part 
commission.  Where  the  turnover  justifies  it,  Associations  find  good  results  by 
paying  their  manager  and  other  Employees  a  straight  salary  as  m  other  com- 
mercial concerns. 
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DCTIES  OF  THE   PllESlDEXT. 

(8)  The  President  sliall,  if  preheat,  preside  at  all  meetiugs  of  the  Assoiiatioir. 
He  shall  tall  meetings  of  the  Board  of  Directors  and  shareholders,  when  ueceswary, 
and  shall  advise  with  and  render  suih  assistance  to  the  manager  as  may  be  in 
his  power.    He  shall  do  all  things  necessary  to  the  proper  conduct  of  his  office. 

In  his  absence  the  Vice-President  shall  have  and  exercise  all  the  rights  and 
powers  of  the  President. 

Note. — It  is  important  to  have  in  the  office  of  President  a  trustworthy  person 
who  is  willing  to  sacrifice  some  time  and  convenience  for  the  good  of  the  com- 
munity; some  one  who  will  feel  it  his  duty  to  keep  in  close  personal  touch  with 
the  activities  of  the  Association  and  with  the  manager  at  all  times. 


Duties  of  the  Secretaky  and  Treasubeb. 

(9)  The  Secretary  and  Treasurer  shall  hold  office  until  such  time  as  he,  or 
they,  may  resign  or  be  discharged  by  the  Board  of  Directors.  The  Secretary  shall 
keep  a  record  of  the  proceedings  at  all  meetings  of  the  Association  and  of  the  Board 
of  Directors  and  Committees,  die  shall  have  the  custody  of  all  books,  papers, 
records,  etc.,  belonging  to  the  Association,  which  he  shall  deliver  when  authorized 
to  do  so  hy  a  resolution  of  the  Board  to  such  person  or  persons  as  are  named 
in  the  resolution. 

The  Treasurer  shall  have  and  keep  custody  of  all  moueye  and  securities  of  the 
Association.  He  shall  deposit  all  such  moneys  immediately  upon  receipt  thereof 
to  the  credit  of  the  Association  in  the  bank  of  at 

or  such  other  chartered  bank  as  the  Directors  may  from  time  to  time  designate. 
He  shall  upon  the  direction  of  the  Board  of  Directors  (or  Executive  Committee) 
pay  all  accounts  of  the  Association  by  check,  countersigned  by  the  President  or 
Vice-President.  Xo  check  shall  be  signed  by  both  Treasurer  and  President  or 
Vice-President  in  blank. 

All  officers  or  employees  of  the  Association  having  charge  of  money  cr  property 
belonging  to  the  Association  shall,  beiore  entering  into  the  employment,  provide 
such  security  as  the  Directors  deem  adequate  and  in  such  form  as  the"  may 
approve. 

Note. — All  accounts  except  petty  cash  accounts  should  be  paid  by  cheque  <o 
that  there  m^j  be  no  doubt  at  any  time  as  to  accounts.  If  the  Treasurer  or 
President  signs  cheques  in  blank,  contrary  to  the  provision  of  the  by-laws,  he  b<.>- 
comes  personally  responsible  therefor. 

Bonds  issued  by  a  surety  company  arc  preferable  to  personal  bonds.  The 
.  names  of  reliable  companies  may  be  obtained  from  any  good  business  man  or 
insurance  agent.  Bonds  of  this  nature  cost  about  five  dollars  per  thousand  and 
this  cost  should  be  paid  by  the  Association  in  order  that  the  bonds  may  not  lapse. 
Bonding  the  manager  or  other  officers  handling  funds  should  be  put  into  practice 
when  the  organization  starts  business ;  this  will  obviate  the  difficulty  of  asking  for 
them  at  some  inopportune  time. 
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Meetings. 

(lU)  The  aunual  meetiug  shall  be  held  at  at  such  tiuie 

diiriug  the  month  of  as  the  Directors  may  decide  to  receive  the  reports 

of  Directors  for  the  past  year,  to  elect  Directors  and  Auditors  for  the  ensuing  year 
and  for  all  other  general  purposes  relating  to  the  management  of  the  affairs  of  the 
Association. 

A  general  meeting  of  the  members  miy  be  called  at  any  time  by  the  Directors 
whenever  they  deem  the  same  necessary  or  advisable  for  any  purpose. 

The  President  shall  call  a  special  meeting  of  the  members  whenever  required 
to  do  so  in  writing  by  not  less  than  of  the  members. 

Notice  of  the  time  and  place  of  holding  an  annual,  special  or  other  meetiug 
of  the  members  shall  be  given  by  written  notice  to  each  member  at  his  last  known 
address  at  least  days  previous  to  the  time  of  holding  such  meeting. 

Special  general  meetings  shall  not  transact  any  business  other  than  that  ap- 
pearing in  the  written  requisition  and  notice  calling  the  meeting. 

At  the  annual,  general  or  special  meetings  of  the  Association  one-fifth  of  thu 
members  shall  be  a  quorum. 

Note. — The  annual  meeting  should  be  held  at  the  place  where  the  head  office 
of  the  A^ociation  is  situated.  Special  general  meetings  should  not  transact  any 
business  other  than  that  appearing  in  the  written  requisition  in  order  to  avoid 
flnap  verdicts  on  important  methods  or  policies  of  the  Association. 

Voting. 

(11)  At  all  meetings  of  the  Association  each  member  shall  have  one  vote  only, 
which  shall  be  deposited  by  him,  or  her,  in  person.  Should  the  decision  of  the 
Chairman  on  any.  question  voted  upon  be  challenged  by  five  members  present  the 
meeting  may  decide  the  question  by  ballot. 

Or 

.\t  general  meetings  of  the  Association  each  shareholder  shall  have  one  vote 
only,  irrespective  of  the  number  of  shares  he  holds.  Votes  must  be  deposited  by 
him,  or  her,  in  person. 

Note. — One  of  the  fundamental  differences  between  the  industrial,  mercantile 
or  commercial  (regular  Joint  Stock)  Company  and  a  Co-operative  Company  is 
that  the  former  is  for  the  purpose  of  making  profits  on  investment  and  the  latter 
id  for  the  purpose  of  bettering  the  conditions  of  trade.  One  man,  one  vote,  insures 
-the  democratic  nature  of  the  Association  and  prevents  the  business  being  run  in 
the  interest  of  a  few,  rather  than  in  the  interest  of  all  the  members.  Where  the 
interests  of  the  few  and  the  many  conflict,  the  majority  of  members,  not  the 
majoiity  of  money  invested,  should  rule. 


Seal. 

(12)  The  Association  shall  have  a  corporate  seal  of  such  design  as  the  Board 
of  Directors  may  determine,  which  seal  shall,  whenever  used,  be  authenticated  by  the 
signature  of  the  President  and  Secretary  or  the  Vice-President  and  Secretary. 

Note. — A  seal  of  some  description  is  necessary,  even  if,  it  is  only  a  rubber 
stamp.    A  regular  stamping  seal  may  be  obtained  at  small  cost. 
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Capital. 


(13)  The  capital  of  the  Assooiation  shall  be  divided  into  shares  of 

I  each,  carrying  not  more  than  per  cent,  interest.    Calls 

upon  the  subscribed  stock  shall  be  made  from  time  to  time  as  the  Board  of  Directors 
may  determine  but  no  call  shall  exceed  (25  per  cent.)  of  the  subscribed  stock,  and 
there  shall  he  an  interval  of  at  least  (30)  days  between  calls. 

The  Board  of  Directors  shall  have  power  to  summarily  forfeit  shares  and  money 
paid  thereon  upon  which  any  calls  shall  have  remained  unpaid  for  six  months  after 
it  shall  be  due  and  payable  and  such  forfeited  stock  shall  thereupon  become  the 
property  of  the  Asaociation  and  may  be  disposed  of  in  such  manner  as  the  A!»f.^ 
elation  in  general  meeting  see  fit. 

Receipts  for  payment  of  calls  shall  be  issued  from  time  to  time  as  such  pay- 
ments are  made  but  stock  certificates  shall  only  be  issued  when  shares  are  fully 
paid  up.  Both  receipt  and  certificate  shall  be  authenticated  by  the  signatures  of 
the  President  and  Secretary  and  sealed  with  the  Association's  seal. 

Shareholders  may  with  the  consent  of  the  Board  of  Directors,  but  not  other- 
wise, transfer  their  unpaid  shares,  and  such  transfer  shall  be  recorded  in  a  book 
provided  for  the  purpose  and  signed  by  shareholder  and  transferee  and  duly 
witnessed,  but  no  person  shall  be  allowed  to  hold  or  own  unpaid  stock  in  the  Asso- 
ciation without  the  consent  of  the  Board  of  Directo.i. 


Ob 

Each  member  at  the  time  of  uniting  with  the  Association  shall  give  a  promis- 
sory note,  payable  on  demand,  to  the  Association  for  the  sum  of  $  ,  ,  ^,  ' 
and  an  additional  for  each  and  every  ov^ed  by  ^e 
member  at  the  time  of  uniting  with  the  Association,  but  in  no  case  shall  the 
promissory  note  be  for  a  less  sum  than  $ 

At  the  time  of  uniting  with  the  Association  and  at  the  end  of  each  three 
years  after  the  incorporation  of  the  Association  and  not  less  than  ten  days  prior 
to  the  date  of  next  annual  meetinjr.  each  member  shall  file  with  the  Secretary  a  true 
statement  of  the  number  of  owned  by  the  members  at  the 

time. 

Within  two  weeks  after  the  annual  meeting  at  the  end  of  each  third  year  the 
Directors  shall  require  each  member  to  give  a  promissory  note,  payable  on  demand, 
to  the  Aseociation  for  the  sum  of  $  and  an  additional  for 

each  and  every  owned  by  the  member  at  the  time,  but  m  no 

case  shall  the  promissory  note  be  for  a  less  sum  than  $  .    In  considera- 

tion for  the  same  the  Secretary  shall  deliver  over  to  the  member  the  note  previously 
given  by  the  member  duly  cancelled  and  sealed  with  the  seal  of  the  Association. 

The  notes  of  the  members  shall  be  the  property  of  the  Association  and  may 
be  used  by  the  Directors  as  collateral  security  with  which  to  secure  needed  capital 
for  the  transaction  of  the  business  of  the  Association. 

Whenever  the  notes  of  any  of  the  members  are  deposited  as  security  for  a 
debt,  all  the  members  shall  individually  share  the  liability  in  proportion  to  the 
value  of  the  note  given  to  the  Association  by  each  member. 


\i 
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Kadi  iiieiiik'r  at  the  tinu'  of  unitiii;;  with  the  A«i«of;iation  i^hall  give  to  the 
As*ooiation  a  promissory  note,  payable  on  demand,  to  the  Association  for  the  sum 
of  *  ,  and  said  notes  shall  be  the  property  of  the  Assoiiation  and  may 

be  used  by  tile  Board  of  Directors  as  collateral  security  with  which  to  acquire 
needed  cash  for  the  transaction  of  the  business  of  the  Association. 

Any  member  may,  with  the  consent  of  the  Board  of  DirectorK,  but  not  other- 
wise. )?ive  all  or  part  of  the  amount  of  his  note  in  CB»h;  but  in  no  case  shall  tlie 
total  amount  of  note  and  cash  be  a  less  sum  than  $ 

At  the  end  of  each  third-year  ix«riod.  after  incor|)oration  each  memlK>r  shall 
give  to  the  Assr  lation  a  promissory  note  in  amount  equal  to  his  previous  capital 
note.  In  cons  .cration  for  the  same  the  Association  shall  deliver  to  the  member 
the  not.'  previously  given  by  the  memlwr  duly  cancelled  and  sealed  with  the  seal 
of  the  Assm-iation. 

Whenever  the  notes  of  any  of  the  members  are  deposited  as  security  for  a 
debt,  all  the  members  shall  individually  share  the  liability  in  proportion  to  the 
value  of  the  note  given  to  the  Association  by  each  member. 

Interest  at  a  rate  not  exceeding  per  cent,  shall  be  paid  on  all  cash 

capital  deiMsited  by  the  members  with  the  Association. 

Note.— It  is  unwise  to  engage  in  any  business  without  sufficient  money  to 
successfully  carrj-  it  on.  Every  consideration  demands  that  the  Association  be 
properly  financed.    Two  outstanding  reasons  demand  capital : 

First,  the  member's  capital  to  a  certain  extent  insures  his  loyalty.  Actions 
of  a  member  detrimental  to  the  business  jeopardizes  his  capital  and  the  member 
is  made  to  realize  that  the  success  of  the  whole  concern  is  of  more  importance 
than  occasional  losses  of  individual  members. 

Second,  the  Assoration  should  be  in  a  position  to  pay  at  least  part  cash  to 
the  members  when  goods  are  delivered.  The  middlemen,  whose  place  was  taken 
by  the  Association,  provided  themselves  with  capital  for  this  purpose.  In  any 
event  the  goods  luust  pay  for  the  capitalization  while  on  the  road  to  market. 
Where  the  members  have  to  wa't  an  indefinite  period  for  complete  returns  of  sales, 
sometimes  delayed  through  uravoidal)lp  causes,  their  private  business  is  seriously 
interfered  with,  and  dissatisfaction  results.    With  capital  this  difficulty  is  overcome. 

In  sotne  Associations  capital  sujiplicd  by  each  member  is  varied  in  accordance 
with  the  amount  of  business  the  nicmlHT  is  likely  to  do  with  the  Associa  ion. 
As  for  example,  varying  with  the  size  of  orchard  or  number  of  trees  in  a  Fruit 

oiation.    In  most  Associations,  however,  it  is  impossible  to  previously  determine 

members'  business  even  approximately,  and  all  members  are  required  to  supply 
i.pital  in  equal  proportions.  Capital  may  be  raised  in  two  ways.  First,  by  using 
the  cash  of  the  members,  and  second,  by  using  their  credit.  The  most  c<jmmon 
method  is  that  of  sellin;  es.    Where  this  method  is  used,  at  least  five  per  cent, 

of  the  face  value  of  the  .  i  must  be  paid  in  cash  at  the  time  the  share  is  bought. 
Future  calls  for  payment  on  shares  may  be  made  from  time  to  time,  or  the  profits 
that  should  naturally  go  to  the  members  are  sometimes  applied  toward  paying  for 
their  shares.  The  shares  do  not  become  the  absolute  property  of  the  members  until 
fully  paid  up.  Where  cash  is  taken  in  pajnuent  for  shares,  the  interest  (  •  cash 
dividend)  should  not  exceed  the  usual  rate  of  interest.  The  unpaid  portion  of  the 
shares  may  be  used  as  collateral  for  raising  capital.    W'here  an  Association  has  its 


1S» 

caiMtal  tietl  up  in  buildings  or  other  ix-rniaiient  •)Utfit  the  share  mi-thod  i*  i)erh*iw 
preferal)le. 

Xon-»hare  forporation*  obtain  capital  by  uninjr  M»e  Joint  and  fwveral  notes  of 
the  members,  or  their  individual  notes.  Thwe  ar  ■  pergonal  note*  payable  on 
demand  to  the  Association  and  constitute  the  credit  of  the  members  used  for 
acquirinj;  .apital.  As  long  as  the  Assmiation  is  «)lvcnt  the  notes  are  not  cashed. 
Where,  h'.wever.  the  business  has  W-en  unsuccessful  the  liabiliti.s  of  the  Associa- 
tion must  be  met  by  these  capital  notes.  In  the  event  of  the  liabilities  having 
to  be  met  bv  the  notes  of  anv  of  the  members  which  Imv,-  been  placed  as  security, 
nil  the  mcinlK.rs  must  share  the  liabilities  irresimtive  of  which  individual  notes 

have  lieeii  so  placed.  ...         .     , 

By  this  ruathod  also  interest  is  paid  ..u  capital  only  when        is  in  actual 

use. 

A  form  of  note  is  suggested : 

j^  C<H)PKR.\TIVE    ASSOCI.VTIOS.    LIMITED. 

Capital  Note. 


1100.00 


Ontario,  Canada. 

Jan.  4th.  1915. 

On  demand  I  promlae  'o  pay  The  •  r>„,i--,    ♦«  he 

Cooperative  Aasoclatlon,  Ltd..  the  sum   of  <>5«  «""*'ti °°        ' 
used  In  accordanca  with  the  hy-law.  of  the  said  Association. 


Signed 


Reserve  Fcn'd. 

(U)  Before  any  distribution  of  any  surplus  funds  to  Ik?  distributed  to  the 
shareholders  (members)  shall  be  made,  there  shall  be  set  aside  out  of  such  funds 
of  the  Association  such  sum,  or  sums,  not  less  than  ten  per  cent  in  any  one  year 
a«  the  Directors  may  from  time  to  time  think  proper  as  a  reserve  fund,  for  meeting 
contingencies,  for  maintaining  or  rep«iring  any  property  of  the  ;^^'f '«!'«"' °j/"! 
anv  other  such  purpose  as  the  Directors  shall  think  conducive  to  the  interests  of 
the  As.sociation,  but  at  no  time  shall  the  total  amount  of  reserve  fund  exceed  the 
amount  of  capital  at  the  disposal  of  the  Association. 

Note.— Every  sound  bu.sine.ss  sets  aside  a  portion  of  its  surplus  Tands  for 
meeting  unexpected  difficulties  and  for  repairing  its  property.  Without  such  a 
reserve  fund  a  small  financial  difficulty  will  often  wreck  an  Association.  Usually 
the  reserve  fund  is  limited  by  the  by-laws  so  that  an  excessive  amount  of  the 
profits  cannot  be  kept  from  the  members.  Soinetinies  a  Members  Tlos<-rve  Account 
is  kept  so  that  upon  withdrawal,  his  share  of  the  reserve  fund,  ess  a  certe.n 
percentage  for  depreciation,  may  l,e  returned  to  him.  The  As.so..,at.on.  however, 
should  not  bind  itself  to  return  such  reserve,  if  doing  .so  would  financialy  injure  the 
Association.    Moet  of  the  Associationf-  •  •    provisions  whatev-er  for  returning 

anv  portion  of  the  reserve  fund  tc  the        .,       .  and  this  latter  is  the  safer  plan. 


so 


(  ' !' 


DisTRIBlTIOK. 

(16)  All  iurplu*  nioncvK  in  |iu«fie»«ion  of  the  AMOciation  to  be  divided 
•mongHt  iU  meinberg  shall  be  proportioned  to  each  member  on  the  basis  of  the 
value  of  the  buitincxs  done  by  the  membt-r  with  the  Atsoeiation. 

Note.— After  all  l.gitiniate  exponw-R  of  carrying  on  the  Inwincsg  have  been 
paid,  including  interi'-t  on  capital  (whiih  s-hould  k>  limited  by  the  by-law»),  the 
net  surplus  funds  arc  distriliutcd  to  the  members  who  created  such  surplus  and  in 
the  same  proportion  in  which  they  contributed  towards  it.  Where  but  one  coni- 
mo«lity  is  marketed,  this  is  accomplished  by  dividing  the  surplus  in  proportion 
to  the  amount  of  business  done  by  each  member.  Where  a  number  of  commoditiea 
is  marketed,  liowever,  the  profits  in  one  line  may  be  greater  than  the  profits  in 
«nother.  The  ^.rofits  also  vary  at  different  seasons  of  the  year.  In  such  caae^ 
the  returns  arc  pooled  for  each  commodity  or,  for  certain  times,  that  is,  for  each 
shipment,  for  each  day.  each  week,  or  each  season.  In  other  cases,  as  for  example, 
in  ca*.tle,  each  member's  shipment  is  sold  separately  and  retarns  made  accordingly. 
Distubution  of  surplus  depends  on  the  nature  of  the  business,  but  in  all  casea  the 
surplus    \ould  be  returned  on  a  just  basii:. 


Liquidated  Dam aoks. 

(16)  All  farm  produce  handled  by  che  Association  and  grown  for  sale  thronjrh 
the  Association  bv  the  member.*,  and  which  is  acceptable  to  the  manager,  shall  be 
delivered  to  the  A.ssociation  a«  directed  by  the  Board  of  Directors,  and  without 
the  wrrit'.en  consent  of  the  manager  members  shall  not  sell  through  the  Associa- 
tion produce  produced  by  uon-members. 

Because  of  the  difficulty  of  determining  losses  occasioned  by  membere  not 
adhering  to  the  above  rule,  such  losses  shall  be  estimated  by  the  Board  of  Directors, 
and  shall  be  payable  to  the  Association  by  offending  members  as  liquidated 
damages. 

Note. — This  clause  is  sometimes  inserted  in  the  by-laws,  sometimes  in  the 
regulations,  and  sometimes  as  a  special  agreement,  preferably  the  last.  It  is 
impoitant,  however,  that  the  Association  should  have  some  guarantee  that  it  will 
have  the  necessary  amount  of  goods  to  carry  on  the  business  and  that  it  should 
know  approximately  the  amount  it  will  have  for  sale.  Haphazard  methods  in  the 
long  run  are  seldom  profitable.  The  loss  entailed  by  the  defection  of  meinberg 
should  be  borne  by  the  offending  members  and  not  by  the  loyal  ones.  If  it  is  his 
intention  to  go  into  the  business  of  marketing  the  membe-  should  be  willing  to 
say  eo  and  back  it  up  with  his  guarantee.  If  he  do-'"-  not  intend  to  stay  with 
the  Association  it  would  be  better  to  know  it  before  he  becomes  a  member  rather 
than  after. 

As  it  is  difficult  to  determine  the  exact  amount  t  loss  insuried  by  members 
not  adhering  to  the  rules  and  by-laws,  the  regulations  should  provide  a  specific 
agreement  as  to  what  those  losses  shall  be,  as  ior  example,  so  much  per  barrel 
of  apples,  dozens  of  eggs.  etc. 


•1 


FoUf  or  AORIRJfBNT  Rk  LigUIDATRD  D   MAOM. 

•Ilia  Co-operative  AaMK:iaUoB,  UnitH. 

IMace  D«t« 

I.  the  un4eralined,  «»  a  member  of  thp  Co-operatWe 

AHioclatlon.  Limited,  herrby  agrer  to  deliver  to  the  nald  AMOclatlon  all  the 

and  produeta  grown  (produced)  by  me  for  Mie. 

and  acceptablr  to  the  Ai««ocl«llon ;  Hnil   I   further  agree  to  pay  to  the  aald  Aenoclatlon 
M  liquidated  damagr*  (and  not  a«  u  penalty)  ,       ^  ,.        ^     .......  .k!*"?,,,.' 

f^fti  of  not  io  delivered  without  the  written 

content  of  the  Manager  (or  (Secietary). 


Wltneaa 


Signed 


ACUITOHS. 


(17)  Til.  acc^junts  of  the  AsMM-iatioii  «liall  be  au'litcd  by  an  audiU»r  or 
auditors  whc  shall  be  appointed  at  the  annual  meeting  in  carh  year.  No  employee 
or  Directfir  of  the  Association  shall  act  as  its  auditor. 

Vacancies  in  the  position  of  auditor  may  be  filled  by  the  Board  of  I)ire<-tor(«. 

The  auditor  shall  present  a  statement  of  accounts  in  such  form  and  for  suili 
purpose  as  the  Board  of  Directors  may  decide.  He  shall  also  prepare  the  annual 
returns  of  the  Association  and  shall  duly  fulfil  all  the  obligations  pertainiu^  t.. 
the  office. 

Note:  A  proper  audit  of  the  accounts  of  the  Association  is  extremely  im- 
portant and  this  importance  is  not  sufficiently  recognized  by  Co-operative  Asso- 
ciations generally.  I^srge  business  concerns  carry  on  a  continual  audit  at  all  time-. 
It  is  recognized  that  too  large  a  proportion  of  the  failures  of  co-operative  associa- 
tions has  been  due  to  the  fact  that  proper  accounting  has  not  been  practised. 
When  an  Association  starts,  Directors  should  cause  an  audit  to  be  made  each  month 
for  the  first  few  months.  Usually  one  or  two  of  the  members  are  appointed  a^ 
auditors  and  too  often  these  members  have  no  knowle  l<je  of  how  to  properly  audit 
books  and  elip-shod  methods  of  managers  are  allowed  to  pass.  It  is  money  well 
invested  to  acquire  the  services  of  an  expert  accountan  'o  make  an  audit  at  least 
once  every  year.  The  annual  audit  .should  reves'  the  entire  financial  standing  of 
the  Association  and  should  be  clear  enough  to  give  every  member  a  complete 
idea  of  the  business  transacted.  Where  a  numb.r  of  €o-operative  Association* 
ere  carrying  on  business  in  the  same  district  they  might  club  together  to  hire 
the  services  of  an  expert  accountant  and  the  payment  of  the  services  divided  in 
proportion  to  the  time  spent  wit.,  each  Association. 


Chanoiko  Bt-iawb. 

(18)  These  by-laws  may  be  amended  at  any  regular  or  special  meeting  by  a 
two-thirds  vote  of  the  members  present,  in  the  affirmative. 

Notice  of  such  aTnendmenta  must  be  eiven  each  member  by  letter  at  least 
days  previous  to  the  meeting. 

NoTB.— The  by-laws  should  contain  no  more  than  enough  to  determine  the 
general  basis  of  organization.  The  details  of  running  the  business  should  be  em- 
bodied in  the  rules  and  regulations  which  may  be  changed  from  time  to  time  as 
occseion  demands. 
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SUMMARY  OF  PROCEEDING. 

1.  Discuss  the  qurstion  witli  your  District  Kepresfntative  of  the  Departmert 
of  Apriculturt",  and  with  your  ii»'ijfhtM)rs  jwrsoiially,  or  in  Club  or  other  meetings. 

2.  Write  lo  the  Co-operalinii  and  Markets  Rranih,  Department  of  Agriculture, 
Parliament  Buildings,  Toronto,  and  explain  the  situation  as  fully  as  possible. 

.'{.  Hold  a  small  niwting  of  interested  ])crsons,  or  of  a  committee  appointeil 
at  a  Club  or  other  meeting.  - 

1.  Have  this  committee  gather  all  available  information  relating  to  the  trade 
in  the  article  to  Iw  marketed.  Accpiire  local  facts  and  figures  (o  determine  the 
advisability  of  such  an  organization,  (id  from  the  Co-operation  and  Markets 
Branch  a  list  of  other  organizations  in  the  Province  in  the  projwsed  trade,  and 
write  them  for  information. 

5.  Have  the  conunittee  frame  and  comjilete  a  basis  of  organization. 


Folt  ColM'Olt.VTIO.VS    WlTllOlT   Sll.VIlK   ('MMT.AL. 

6.  Write  to  the  Provincial  Secretary  asking  for  forms  for  incorimration  with- 
out share  capital. 

'.  Return  the  forms  properly  lilled  out  and  with  the  necessary  fees. 

<H.  .\t  the  same  time  return  three  copies  of  a  Memorandum  of  Agreement, 
each  signed  and  sealed  by  the  apjdiiants. 

!t.  As  soon  as  the  recpiirements  of  tlic  Provincial  Secretary's  Department  have 
been  complied  with,  and  notice  to  that  effect  has  been  received,  ^he  business  may  be 
started;  but  before  starting  the  directors  should  adopt  by-laws,  niles  and  regula- 
tions, and  (>!itain  the  minimum  number  of  members  mentioned  in  the  applieation 
for  membership. 

](».  Within  th(,'  time  sjH'cificd  in  the  Memorandum  of  Agreement  hold  a  meet- 
ing of  the  members,  nutke  a  full  rcfwirt  of  all  transactions,  have  by-laws,  rules  and 
regulations  a]»])roved  by  the  members,  and  apjwint  permanent  officers. 

11.  In  January  each  year  make  the  necessary  annual  return  to  the  Provincial 
Secretary. 

Fon  Companies  With  Shark  €apitai,. 

*!.  Write  to  the  Provincial  Se<retary  asking  for  forms  for  incorporation  of  a 
share  company. 

•  7.  Return  the  forms  properly  filled  out  and  with  fees,  and  state,  if  so,  that 
Hie  projMised  company  is  a  rural  co-operative  company. 

8.  File  a  Prospectus  with  the  Provincial  Secretary  with  fee. 

n.  On  notice  from  the  Provincial  Secretary  that  prospectu.s  has  been  filed,  issus 
the  prospectus  and  sell  (within  !t()  days)  at  least  the  minimum  number  of  shares. 
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10.  Allot  the  sharei*  to  the  subwrilKTu. 

11.  Make  the  necessarj*  dwlarntion  to  tlu-  Provincial  Sei'retarv  on  tlie  form 
supplied  1111(1  (ilitaiii  cortitiiiite  to  (•oniint'iHc  Imsint'ss. 

12.  Appoint  ptTinaiu'iiI  otfifers.  clr..  niul  jnlopt  l>y-lu\vs.  rules,  and  regulations. 

i;i.  From  one  to  tliree  nunitlis  al'ti-r  icrciviiii;  ciTtititiite  IidM  the  statutory 
meeting.     File  report  of  this  meeting  with  the  I'rovincial  Secretary. 

14.  In  January  each  year  make  the  necessary  aiiiiiiai  return  to  the  Provin^al 
Secretary. 

15.  Xotify  the  Provincial  .Secretary  of  any  changes  in  the  Direitorate. 


Foil    .\l.I,    COMP.WIEH. 


16.  Keen  records  of  the  minutes  of  all  preliminary  and  other  meetings. 

17.  Have  a  seal  made.     Hond  the  Manager  and  Treasurer,  and  see  that  other 
details  recomuiended  receive  attention. 


